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§210.8-01

§210.12-04 shall be filed when the restricted
net assets (§210.4.08(e)(3)) of consolidated
subsidiaries exceed 25 percent of consoli-
dated net assets as of the end of the most re-
cently completed fiscal year. For purposes of
the above test, restricted net assets of con-
solidated subsidiaries shall mean that
amount of the registrant’s proportionate
share of net assets of consolidated subsidi-
aries (after intercompany eliminations)
which as of the end of the most recent fiscal
yvear may not be transferred to the parent
company by subsidiaries in the form of
loans, advances or cash dividends without
the consent of a third party (i.e., lender, reg-
ulatory agency, foreign government, etc.).
Where restrictions on the amount of funds
which may be loaned or advanced differ from
the amount restricted as to transfer in the
form of cash dividends, the amount least re-
strictive to the subsidiary shall be used. Re-
deemable preferred stocks (§210.7-03.20) and
noncontrolling interests shall be deducted in
computing net assets for purposes of this
test.

Schedule I1I—Supplementary insurance infor-
mation. The schedule prescribed by §210.12-16
shall be filed giving segment detail in sup-
port of various balance sheet and income
statement captions. The required balance
sheet information shall be presented as of
the date of each audited balance sheet filed,
and the income statement information shall
be presented for each period for which an au-
dited income statement is required to be
filed, for each person or group.

Schedule IV—Reinsurance. The schedule
prescribed by §210.12-17 shall be filed for re-
insurance ceded and assumed.

Schedule V—Valuation and qualifying ac-
counts. The schedule prescribed by §210.12-09
shall be filed in support of valuation and
qualifying accounts included in the balance
sheet (see §210.4-02).

Schedule VI—Supplemental Information Con-
cerning Property-Casualty Insurance Oper-
ations. The information required by §210.12—
18 shall be presented as of the same dates
and for the same periods for which the infor-
mation is reflected in the audited consoli-
dated financial statements required by
§§210.3-01 and 3-02. The schedule may be
omitted if reserves for unpaid property-cas-
ualty claims and claim adjustment expenses
of the registrant and its consolidated sub-
sidiaries, its unconsolidated subsidiaries and
its 50%-or-less-owned equity basis investees
did not in the aggregate, exceed one-half of
common stockholders’ equity of the reg-
istrant and its consolidated subsidiaries as of
the beginning of the fiscal year. For purposes
of this test, only the proportionate share of
the registrant and its other subsidiaries in
the reserves for unpaid claims and claim ad-
justment expenses of 50%-or-less-owned eq-
uity investees taken in the aggregate after
intercompany eliminations shall be taken
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into account. Article 12—Form and Content
of Schedules (17 CFR 210)
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ARTICLE 8 FINANCIAL STATEMENTS OF
SMALLER REPORTING COMPANIES

SOURCE: 73 FR 953, Jan. 4, 2008, unless oth-
erwise noted.

§210.8-01 Preliminary Notes to Article

.

Sections 210.8-01 to 210.8-08 shall be
applicable to financial statements filed
for smaller reporting companies. These
sections are not applicable to financial
statements prepared for the purposes of
Item 17 or Item 18 of Form 20-F.

NOTE 1 TO §210.8: Financial statements of a
smaller reporting company, as defined by
§229.10(f)(1) of this chapter, its predecessors
or any businesses to which the smaller re-
porting company is a successor shall be pre-
pared in accordance with generally accepted
accounting principles in the United States.

NOTE 2 TO §210.8: Smaller reporting compa-
nies electing to prepare their financial state-
ments with the form and content required in
this article need not apply the other form
and content requirements in Regulation S-X
with the exception of the following:

a. The report and qualifications of the
independent accountant shall comply with
the requirements of Article 2 of this part;

b. The description of accounting policies
shall comply with Article 4-08(n) of this part;
and

c. Smaller reporting companies engaged in
oil and gas producing activities shall follow
the financial accounting and reporting
standards specified in Article 4-10 of this
part with respect to such activities.

To the extent that Article 11-01 of this part
(Pro Forma Presentation Requirements) of-
fers enhanced guidelines for the preparation,
presentation and disclosure of pro forma fi-
nancial information, smaller reporting com-
panies may wish to consider these items.

NoTE 3 TO §210.8: Financial statements for
a subsidiary of a smaller reporting company
that issues securities guaranteed by the
smaller reporting company or guarantees se-
curities issued by the smaller reporting com-
pany must be presented as required by
§210.3-10, except that the periods presented
are those required by §210.8-02.

NoOTE 4 To §210.8: Financial statements for
a smaller reporting company’s affiliates
whose securities constitute a substantial
portion of the collateral for any class of se-
curities registered or being registered must
be presented as required by §210.3-16, except
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that the periods presented are those required
by §210.8-02.

NOTE 5 TO §210.8: The Commission, where
consistent with the protection of investors,
may permit the omission of one or more of
the financial statements or the substitution
of appropriate statements of comparable
character. The Commission by informal
written notice may require the filing of
other financial statements where necessary
or appropriate.

NOTE 6 TO §210.8: Section 210.4-01(a)(3) shall
apply to the preparation of financial state-
ments of smaller reporting companies.

§210.8-02 Annual financial statements.

Smaller reporting companies shall
file an audited balance sheet as of the
end of each of the most recent two fis-
cal years, or as of a date within 135
days if the issuer has existed for a pe-
riod of less than one fiscal year, and
audited statements of income, cash
flows and changes in stockholders’ eq-
uity for each of the two fiscal years
preceding the date of the most recent
audited balance sheet (or such shorter
period as the registrant has been in
business).

§210.8-03 Interim
ments.

financial state-

Interim financial statements may be
unaudited; however, before filing, in-
terim financial statements included in
quarterly reports on Form 10-Q
(§249.308(a) of this chapter) must be re-
viewed by an independent public ac-
countant using professional standards
and procedures for conducting such re-
views, as established by generally ac-
cepted auditing standards, as may be
modified or supplemented by the Com-
mission. If, in any filing, the issuer
states that interim financial state-
ments have been reviewed by an inde-
pendent public accountant, a report of
the accountant on the review must be
filed with the interim financial state-
ments. Interim financial statements
shall include a balance sheet as of the
end of the issuer’s most recent fiscal
quarter, a balance sheet as of the end
of the preceding fiscal year, and in-
come statements and statements of
cash flows for the interim period up to
the date of such balance sheet and the
comparable period of the preceding fis-
cal year.

§210.8-03

(a) Condensed format. Interim finan-
cial statements may be condensed as
follows:

(1) Balance sheets should include sep-
arate captions for each balance sheet
component presented in the annual fi-
nancial statements that represents 10%
or more of total assets. Cash and re-
tained earnings should be presented re-
gardless of relative significance to
total assets. Registrants that present a
classified balance sheet in their annual
financial statements should present to-
tals for current assets and current li-
abilities.

(2) Income statements should include
net sales or gross revenue, each cost
and expense category presented in the
annual financial statements that ex-
ceeds 20% of sales or gross revenues,
provision for income taxes, discon-
tinued operations, extraordinary items
and cumulative effects of changes in
accounting principles or practices. (Fi-
nancial institutions should substitute
net interest income for sales for pur-
poses of determining items to be dis-
closed.) Dividends per share should be
presented.

(3) Cash flow statements should in-
clude cash flows from operating, in-
vesting and financing activities as well
as cash at the beginning and end of
each period and the increase or de-
crease in such balance.

(4) Additional line items may be pre-
sented to facilitate the usefulness of
the interim financial statements, in-
cluding their comparability with an-
nual financial statements.

(b) Disclosure required and additional
instructions as to content—(1) Footnotes.
Footnote and other disclosures should
be provided as needed for fair presen-
tation and to ensure that the financial
statements are not misleading.

(2) Material subsequent events and con-
tingencies. Disclosure must be provided
of material subsequent events and ma-
terial contingencies notwithstanding
disclosure in the annual financial
statements.

(3) Significant equity investees. Sales,
gross profit, net income (loss) from
continuing operations, net income, and
net income attributable to the investee
must be disclosed for equity investees
that constitute 20 percent or more of a
registrant’s consolidated assets, equity
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